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ECO504 – Business Economics 
DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
Section A:  
Suggested Time: 60  
mins   
Multiple Choice Questions: Answer ALL 30 questions. 
Marks as indicated on paper (Total marks=30) 
Section B:  
Suggested Time: 80 
mins 
Short Answer Questions: Answer ANY 4 questions out of 5 questions. 
Marks as indicated on paper. (Total marks=40) 
Section C: 
Suggested Time: 40 
mins 
Short Essay Questions: Answer 1 question. 
Marks as indicated on paper. (Total marks=30) 
 
EXAM CONDITIONS 
You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a CLOSED BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, unannotated English dictionary is permitted 
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Multiple Choice Questions 
 
Total no. of marks for this section: 30 
 
Answer all questions 
 
This section should be answered in the Answer Booklet provided (16 page booklet). Each question is 




 Semester 2, 2017 FINAL EXAMINATION Page 4 of 5  
ECO504 – Business Economics 
 
THIS EXAMINATION PAPER AND SUPPLIED MATERIALS ARE NOT PERMITTED TO BE REMOVED FROM ANY EXAMINATION VENUE IN ANY 




Short Answer Questions 
 
Total no. of marks for this section: 40 
 
Answer any four questions out of five questions 
 
This section should be answered in the Answer Booklet provided. Each question is worth ten marks. 
Suggested time allocation for Section B: 80 minutes. 
Q1.  
a. Explain why opportunity cost is an important concept in economics.   (4 marks) 
b. What is the opportunity cost of your sitting this exam?     (4 marks) 
c. What is the opportunity cost of "doing nothing" at any time?    (2 marks) 
 
Q2.  
a. Explain why the price elasticity of demand is negative and why economists generally ignore the sign.   
(4 marks) 
b. Explain why the price elasticity of demand varies along a linear downward sloping demand curve.  
(4 marks) 
c. Explain why the income elasticity of demand for swimming pools in Australia would be important for Australian 
swimming pool manufacturers given: 
  i. A substantial decrease in Australian income tax rates  (1 mark) 
    ii. A forecast recession       (1 mark) 
 
Q3.  
a. Explain, with the aid of diagrams, the incidence of a unit sales tax.                     (4 marks) 
b. Why might unit sales taxes be levied on alcohol and tobacco products? (4 marks) 
c. What might be the expected result of a unit sales tax levied on all brands of apple juice?  
(2 marks) 
 
Q4 Contrast, with the aid of diagrams, the profit maximizing output of a firm in a market structure of perfect 
competition and monopoly.        (10 marks). 
 
Q5. Consider the market for pizzas in Sydney using supply and demand analysis. Explain the effect of each of the 
following with the help of a diagram on equilibrium price and quantity:  
a) Closure of 50% of pizza shops in Sydney.     (2.5 marks) 
b) A decrease in the price of flour.      (2.5 marks) 
c) Increase in the population        (2.5 marks) 
d) Link between obesity and pizza.      (2.5 marks) 
Section C 
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Short Essay Question 
 
Total No of Marks for this section: 30 marks 
 
This section should be answered in the Answer Booklet provided.  




a. Why is national income equal to GDP?      (5 marks)   
b. Briefly explain, with the aid of diagrams, the aggregate demand and aggregate supply model? 
          (5 marks) 
c. What is "less than full employment" national income equilibrium?               (5 marks) 
d. Which two principal macroeconomic policies might be applied to achieve full employment equilibrium?  
                                  (5 marks) 
e. Explain, with the aid of diagrams, how the policies in (d. above) might be applied.  
(5 marks) 
f. Explain, with the aid of diagrams, the consequences of an excessive macroeconomic stimulus. 
(5 marks) 
 
 
